J51«1^J2        £tdtc     oi 
L12Lec        Mantaodf 
Ibisl  Legislative 

Ccuncilf 

1  icancia l- 

ccntliancv  audit 


ST-'TP^gpnlrNTS  CeLLECi:: 


MCNTANA  STATE  LIBRADY 

1515  E.  6th  AVE. 
HELENA,  MOPJTANA  59620 


STATE  OF  MONTANA 
LEGISLATIVE  COUNCIL 

FINANCIAL-COMPLIANCE  AUDIT  FOR 

THE 

TWO 

FISCAL  YEARS  ENDED  JUNE  30, 

PERFORMED  UNDER  CONTRACT  BY: 

JAMES  J.  WOSEPKA 
CERTIFIED  PUBLIC  ACCOUNTANT 

1991 

^■H 

■^^^^■fl 

ft»"~Vt  'i.^ST'.ia        B  ^•-AL.'y 


-  ~-        \'i  I*    I    i   ;:  .         ,;■ 


OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

STATE  OF  MONTANA 
STATE  CAPITOL         •  HELENA 


STATE  OF  MONTANA 
LEGISLATIVE  COUNCIL 

FINANCIAL-COMPLIANCE  AUDIT  FOR  THE 
TWO  FISCAL  YEARS  ENDED  JUNE  30,  1991 

PERFORMED  UNDER  CONTRACT  BY: 

JAMES  J.  WOSEPKA 
CERTIFIED  PUBLIC  ACCOUNTANT 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


November  1991 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Enclosed  is  the  report  on  the  audit  of  the  Legislative  Council  for 
the  two  fiscal  years  ended  June  30,  1991. 

The  audit  was  conducted  by  James  J.  Wosepka,  CPA,  under  a  contract 
between  the  firm  and  our  office.  The  comments  and  recommendations 
contained  in  this  report  represent  the  views  of  the  firm  and  not 
necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 


Respectfully  submitted, 


Scott  A.  Seacat 
Legislative  Auditor 
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INTRODUCTION 

I  performed  a  financial-compliance  audit  of  the  Legislative  Council 
for  the  two  fiscal  years  ended  June  30,  1991.  The  objectives  of 
the  audit  were  to:  (1)  determine  if  the  financial  schedules  present 
fairly  the  Council's  results  of  operations  for  the  two  fiscal  years 
ended  June  30,  1991;  (2)  determine  if  the  Council  complied  with 
applicable  laws  and  regulations;  and  (3)  make  recommendations  for 
improvement  in  the  management  and  internal  controls  of  the  Council. 

I  thank  the  staff  of  the  Legislative  Council  for  their  cooperation 
and  assistance  during  my  audit. 

BACKGROUND 

Title  5,  Chapter  5  and  11,  MCA,  established  the  Legislative  Council 
as  an  eight-member  council.  The  function  of  the  Council  is  to 
provide  legal  services,  bill  drafting  and  research  to  the 
Legislative  and  interim  Committees.  The  Legislative  Council  also 
enrolls,  prints,  and  mails  all  bills  and  prepares  House  and  Senate 
Journals  and  Session  Laws  for  publication.  The  staff  also  provides 
for  the  recodification  and  indexing  of  Montana  Statutes. 

The  Legislative  Council  consists  of: 

Legislative  Research 

Legislative  Services 

Management 

Legal  Services 

Interim  Studies  and  Conferences 

Montana  Codes  Annotated 

INTERNAL  CONTROL 

I  have  examined  the  financial  schedules  of  the  Legislative  Council 
for  the  two  fiscal  years  ended  June  30,  1991.  I  issued  my  opinion 
dated  October  2,  1991  on  these  schedules.  As  part  of  my 
examination,  I  made  a  study  and  evaluation  of  the  Council's  control 
system.  My  study  evaluated  the  system  as  required  by  generally 
accepted  governmental  auditing  standards  for  financial  compliance 
audits.   I  classified  the  controls  in  the  following  categories: 

1.  Expenditures/liabilities; 

2.  Property,  plant,  and  equipment; 

3.  Payroll;  and 

4.  Revenue/receivables. 

My  study  included  the  control  categories  listed  above.  I  applied 
alternative  audit  tests  to  property,  plant,  and  equipment  as  I 
determined  it  was  more  efficient  to  expand  substantive  testing  for 
this  area.  Through  my  study,  I  determined  the  nature,  timing,  and 
extent  of  my  auditing  procedures .   I  did  not  evaluate  the  control 


system  to  the  extent  necessary  to  give  an  opinion  on  either 
individual  segments  or  system  as  a  whole. 

The  management  of  the  Legislative  Council  is  responsible  for 
establishing  and  maintaining  a  system  of  accounting  control.  In 
fulfilling  this  responsibility,  estimates  and  judgments  by 
management  are  required  to  assess  the  expected  benefits  and  related 
cost  of  control  procedures.  The  objectives  of  a  system  are  to 
provide  management  with  reasonable  assurance  that:  (1)  assets  are 
safeguarded  against  loss  from  unauthorized  use  or  disposition;  (2) 
transactions  are  executed  in  accordance  with  management's 
authorization;  and  (3)  transactions  are  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with  state 
accounting  policies.  Inherent  limitations  in  any  system  of 
controls  may  cause  errors  or  irregularities  to  remain  undetected. 
The  current  system  evaluation  should  not  be  used  to  project  to 
future  periods  since  the  procedures  may  become  inadequate  or 
compliance  with  them  may  deteriorate . 

The  limited  purpose  of  my  study  described  in  the  first  paragraph 
would  not  necessarily  disclose  all  material  weakness  in  the  system. 
Accordingly,  I  do  not  express  an  opinion  on  the  system  of  controls 
used  by  the  Legislative  Council. 

This  report  is  intended  solely  for  the  use  of  management  and  the 
Legislature  and  should  not  be  used  for  any  other  purpose.  This 
restriction  as  to  use  is  not  intended  to  limit  the  distribution  of 
the  document  which,  upon  presentation  to  the  Legislative  Audit 
Committee,  is  a  matter  of  public  record 

PRIOR  AUDIT  RECOMMENDATIONS 

The  Legislative  Council  was  last  audited  for  the  fiscal  years 
ending  June  30,  1988  and  1989,  under  contract  through  the  office 
of  the  Legislative  Auditor.   No  audit  recommendations  were  made. 

CURRENT  AUDIT  RECOMMENDATIONS 

None 

STATE  COMPLIANCE 

I  reviewed  compliance  with  state  laws  that  could  have  a  material 
impact  on  the  financial  schedules  of  the  Council.  In  my  opinion, 
the  Council  complied  with  the  state  laws  and  regulations  tested. 
Nothing  came  to  my  attention  that  causes  me  to  believe  untested 
compliance  issues  are  not  in  accordance  with  applicable  laws  and 
regulations . 
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INDEPENDENT  AUDITOR'S  REPORT 


The  Legislative  Audit  Committee 
Of  the  Montana  State  Legislature: 

I  have  audited  the  financial  schedules  of  the  Office  of  the 
Legislative  Council  for  each  of  the  two  fiscal  years  ended  June  30, 
1990  and  1991,  as  listed  in  the  table  of  contents.  These  financial 
schedules  are  the  responsibility  of  the  office's  management.  My 
responsibility  is  to  express  an  opinion  on  these  financial 
schedules  based  on  my  audit. 

I  conducted  my  audit  in  accordance  with  generally  accepted  auditing 
standards .  Those  standards  require  that  I  plan  and  perform  the 
audit  to  obtain  reasonable  assurance  about  whether  the  financial 
schedules  are  free  of  material  misstatement.  An  audit  includes 
examining,  on  a  test  basis,  evidence  supporting  the  amounts  and 
disclosures  in  the  financial  schedules.  An  audit  also  includes 
assessing  the  management,  as  well  as  evaluating  the  overall 
financial  schedule  presentation.  I  believe  that  my  audit  provides 
a  reasonable  basis  for  my  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  office's 
financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy  and  are  not  intended  to  be  a  presentation  in 
conformity  with  generally  accepted  accounting  principles. 

In  my  opinion,  the  financial  schedules  referred  to  in  paragraph  one 
present  fairly,  in  all  material  respects,  the  results  of  operations 
and  changes  in  fund  balances  of  the  Office  of  the  Legislative 
Council  for  each  of  the  two  fiscal  years  ended  June  30,  1990  and 
1991,  in  conformity  with  the  basis  of  accounting  described  in  Note 
1. 


Baker,  Montana 
October  2,  1991 


LICENSED  IN   NORTH   DAKOTA  AND  MONTANA 


LEGISLATIVE  COUNCIL 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 


Special 
Revenue 
General  Fund     Funds 


FUND  BALANCE:  July  1,  1989 


$. 


0 


S   268.149 


ADDITIONS 
Fiscal  Year  1990 
Budgeted  Revenue  &  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Support  From  State  of  Montana 
Cash  Transfers  In 
Direct  Entries  to  Fund  Balance 


13,096 

1,861 

1,956,027 


1,005,461 


9,103 
106,765 


Fiscal  Year  1991 

Budgeted  Revenue  &  Transfers  In 

Prior  Year  Expenditure  Adjustments 

Support  From  State  of  Montana 

Cash  Transfers  In 

Total  Additions 


63,706 

1,415 

2,564,880 

4.600.985" 


54,143 


27.827 
1.203.299 


REDUCTIONS 
Fiscal  Year  1990 

Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1991 

Budgeted  Expenditures  &  Transfers  Out 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1991 


1, 

,970, 

,984 

412, 

,592 
1 

1, 

,629. 

,893 
65 

199 

,171 

43 

543 

,975 

4. 

,600 

,985 

1. 

,155 

,739 

0 

$_ 

315 

.709 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the  finan- 
cial schedules  on  pages  ^  through  9  . 


LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  REVE^TUE  &  TRANSFERS  IN  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1991 


GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


1990 

$    50,000 
13.096 

S   (36.904) 


1991 

$50,000 
63.706 

S13.706 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$   687,035 
1.005.461 

S   318.426 


$     0 

54.143 

$54.143 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and 
Accounting  System.  Additional  information  is  provided  in  the  notes 
to  the  financial  schedules  on  pages  _8_  through  9_. 
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LEGISLATIVE  COUNCIL 
SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 


BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED 

JUNE  30.  1990 

Legislative 

Interim 

Reimbursable 

Counci I 

Studies  & 

Activities 

Legislative 

Feed  Bill 

Conferences 

Program 

Counc  i I 

Total 

PERSONAL  SERVICES 

Salaries 

$  10,199 

$  21,243 

$  995,258 

$1,026,700 

Hourly  Wages 

11,948 

$  1,460 

7,866 

21,274 

Employee  Benefits 

3.317 

1.785 

122 

208.621 

213.845 

Total 

25.464 

23.028 

1.582 

1.211.745 

1.261.819 

OPERATING  EXPENSES 

Other  Services 

106,764 

1,386 

344,711 

206,582 

659,943 

Supplies  &  Materials 

267 

4,300 

3,333 

42,642 

50,542 

Conmuni cat  ions 

22,082 

1,317 

6.693 

23,034 

53,126 

Travel 

52,447 

2,843 

13,990 

69,280 

Rent 

28,151 

28,151 

Repair  &  Maintenance 

13,237 

19,344 

32,581 

Other  Expenses 

1.773 

78.620 

9.380 

17.635 

107.408 

Total 

130.886 

138.570 

380.197 

351.378 

1.001.031 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment  294 

Intangible  Assets  

Total  294 


TOTAL  PROGRAM  EXPENDITURES 


$156.644 


21,102 

581 

21,683 

$403,462 


86,556 
12.193 
98.749 


107,952 
•\2J7U 


$1.661.872       $2,383.576 


GENERAL    FUND 

Budgeted  $257,091  $387,595 

Actual  156.644  152,468 

Unspent  Budget  Authority           $100,447  $235,127 


$1,770,603       $2,415,289 

1.661.872         1.970,984 

$  108,731   $  444,305 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$  52,000 

9.130 

$  42.870 


$687,035 

403,462 

$283,573 


$  739,035 

412.592 

$  326.443 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information 
is  provided  in  the  notes  to  the  financial  schedules  on  pages  8_  througn  9_. 


LEGISLATIVE  COUNCIL 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1991 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Conmuni cat  ions 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


Legislative 

Interim 

Reimbursable 

Council  Feed 

Studies  & 

Activities 

Legislative 

Bill 

Conferences 
$  14,594 

Program 

Council 

$1 

Total 

$  78,908 

S 

1.175,142 

,268,644 

432 

6,299 

6,731 

7.314 

1.238 

242.919 

251.471 

86.654 

15.832 

- 

1.424.360 

1 

.526.846 

300,644 

29,013 

$148,937 

288,105 

766,699 

17,589 

4,095 

2,253 

38,679 

62,616 

112,638 

1,192 

2,700 

30,894 

147,424 

32,438 

173 

14,153 
29,448 

46,764 
29,448 

139 

398 

20,156 

20,693 

15.586 

75.545 

11.171 

20.551 

122.853 

446.596 

142.283 

165.632 

- 

441.986 

1 

.196.497 

957 

5,062 

709 

5.771 

- 

88,285 
10.708 
98.993 

- 

94,304 
11.417 

957 

105.721 

$534,207 

$158,115 
$235,084 

$171.403 

$. 
$ 

1.965.339 

$2 
$3 

.829.064 

$709,910 

2,192,875 

,137,869 

534.207 

130.347 

1.965.339 

2 

.629.893 

$175,703 

$104,737 
$  42,870 

$283,573 

$. 

227.536 

$^ 

$ 

507.976 

326,443 

27.768 

171.403 

199.171 

$  15.102 

$112,170 

$ 

127,272 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is 
provided  in  the  notes  to  the  financial  schedules  on  pages  8  through  9. 


LEGISLATIVE  COUNCIL 

NOTES  TO  THE  FINANCIAL  SCHEDULES 
JUNE  30,  1990  AND  1991 


SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Accounting 

The  Legislative  Council  utilizes  the  modified  accrual  basis 
of  accounting  which  is  described  in  the  Montana  Operations 
Manual . 

Under  the  modified  accrual  basis  of  accounting,  a  valid 
obligation  exists  when  the  related  liability  is  incurred 
except  for  the  following  items  which  are  also  considered  valid 
obligations  under  state  accounting  policy. 

-  If  the  appropriation  provided  funds   to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the  expenditure 
is  accrued. 

-  The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in  which  budgeted. 

-  Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the 
fiscal  year  in  which  the  anticipated  expenditure  is  to  be 
accrued. 

-  Obligations  for  employees'  vested  leave  and  sick  leave  are 
recorded  as  expenditures  when  paid. 

Basis  of  Presentation 

The  financial  schedules  were  prepared  from  Statewide  Budgeting 
and  Accounting  System  (SEAS)  without  adjustments.  Accounts 
are  organized  on  the  basis  of  funds  according  to  State  law. 
The  following  fund  types  are  used  by  the  office: 

General  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to 
expenditures  for  specified  purposes.  Legislative 
appropriation  is  required  to  spend  from  this  fund. 


LEGISLATIVE  COUNCIL 

NOTES  TO  THE  FINANCIAL  SCHEDULES  (CONT.) 
JUNE  30,  1990  AND  1991 


Vacation  and  Sick  Leave 

Employees  are  paid  for  100  percent  of  unused  vacation  and  25 
percent  of  unused  sick  leave  credits  upon  termination.  Accum- 
ulated unpaid  liabilities  for  vacation  and  sick  leave  are  not 
reflected  in  the  financial  schedules  of  the  Legislative 
Council.  Expenditures  for  termination  pay  currently  are 
absorbed  in  the  annual  operational  costs  of  the  council.  At 
June  30,  1990  and  1991,  the  council  had  liability  for  com- 
pensated absences  of  $111,079  and  $129,497  respectively. 


PENSION  PLAN 

Employees  are  covered  by  Montana  Public  Employees '  Retirement 

System  (PERS).   The  council's  contributions  to  the  plan  are 
shown  below: 

Fiscal  Year  Fiscal  Year 

1990  1991 

$64,940  $70,916 


3.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  as  long  as  they 
stay  within  their  appropriation  limits.  Thus,  on  an  agency 
schedule,  the  General  Fund  beginning  and  ending  fund  balance 
will  always  be  zero. 

4.  SPECIAL  REVENUE  FUND  BALANCE 

Direct  entries  were  made  to  fund  balance  to  make  adjustments 
for  the  change  in  inventory  and  to  transfer  funds  to  the 
State's  General  Fund. 
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AGENCY  RESPONSES 


^ 


Senate  Member*  r^SfttJW^BflBi^  Hou.e  Member. 

GARY  C.  AKLESTAD  kj^^^sM?  RED  MENAHAN 

VICE  CHAIRMAN  fM^^^^Sj  CHAIRMAN 

DELWYN  GAGE  ^^^^^^  -^^N  BROWN 

MIKE  HALLIGAN  ^W"!  ,  '  <p^  MARY  LOU  PETERSON 

J.D.  LYNCH  ^--^i: JIM  RICE 


Montana  Legislative  Council 


Executive  Director  /-x»w"  o     i  t-i  •  -r-k* 

ROBERT  B.  PERSON  Oiiice  01  thc  Exccutivc  Director 

Room  1 38  •  State  Capitol 

Helena,  Montana  59620-1706 

(406)  444-3064 

FAX  (406)  444-3036 


October  16,  1991 


Mr.  James  J.  Wosepka,  CPA 

P.O.  Box  602 

Baker,  Montana    59313 

RE:  Legislative  Council  Audit  Response 


Dear  Mr.  Wosepka: 

I  have  reviewed  the  draft  audit  report  for  the  Montana  Legislative  Council 
submitted  to  me  with  your  request  for  a  response.    I  am  pleased  that  once  again 
you  have  found  it  unnecessary  to  make  recommendations. 

it  takes  the  dedication  and  cooperation  of  a  number  of  people  to  make  a  good  audit 
report  possible.    Particular  credit  goes  to  Amy  Clark  and  Brad  Sanders  whose  day- 
to-day  attention  to  the  details  and  dedication  to  accounting  propriety  are 
indispensable. 


It  has  been  a  pleasure  working  with  you. 
Sincerely, 


Robert  B.  Person 
Executive  Director 
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